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The object of these brief books is to aid the discus- 
sion of important international problems by providing 
a balanced background against which the reader may 
make up his own mind on these questions of the day. 
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MADE IN U.S.A. 


COFFEE for breakfast . . . sugar for your oatmeal 


a pair -of silk stockings . . . overcoat and 
gloves . . yourautomobile . . . a chocolate ice 
cream soda . . your radio... a fur coat 

a brief-case . . . your fountain pen 


the telephone . . . your daily newspaper. 


Made in America? Yes. Good American products—all. 
We Americans feel mighty proud to live in a big rich country 
which can produce an abundance of food, clothing, and manu- 
factured goods. Many of us have come to feel that we don’t 
have to depend on the other countries for any of the things we 
really need, and that foreign trade is more trouble than it is 
worth. What we ought to do, some people say, is “shut out 
all the foreign labor and foreign products that have been 


ruining the American standard of living.” 


| 
= 
ah 
4° 
2 
: 
| 
P 
| 
‘ ‘ 
iq 
| 
| 
bs 


They warn us to be careful always to buy 
shoes made in the United States instead of in 
Czechoslovakia, or Virginia peanuts instead of 
Chinese, or American electric light bulbs instead 
of Japanese. They insist that we ought to eat food 
grown by American farmers, and buy goods from 
American factories that employ American labor 
and use American materials. 

Perhaps they’re right, but let’s look at the 
list of American products again. The coffee-can 
was “Made in U.S.A.,” but the tin for it probably 
came from Malaya or Bolivia and the coffee beans 
from Brazil or Colombia. We grow some sugar in 
the United States, but the chances are pretty good 
that what you ate in your cereal or put in your 
coffee came from Cuba or the Philippines. The 


a wy 4 ~ cocoa bean needed to make the chocolate for your 
ow i ee soda or cake or candy probably came from West 
Africa or South America. 

And what about the clothes on the list? The 


raw silk for stockings and dresses comes from > 


Japan. The wool for suits and overcoats is almost 
sure to come from Argentina or Australia. Furs 
come from Canada, Russia, and China. We im- 
port many of the hides we use to make gloves, 
wallets, shoes, and luggage from Canada, Argen- 
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tina and Australia, and we have to import several 
of the items necessary in the manufacturing of 
these articles from other parts of the world. 

To make Fords and Chevrolets and Ply- 
mouths, we must have cork from Algeria or Portu- 
gal, tin from Malaya, chrome from Rhodesia, 
shellac from India, and a variety of other materials 
from around the world. Above all, cars are of no 
use without tires. Tires mean rubber from Dutch 
East Indies or Malaya and long staple cotton from 
Egypt. And we must have rubber also for tele- 
phones, fountain pens, electric wiring, radios, and 
a thousand other necessary items in American life. 

And finally, the very newspapers that urge 
a “Buy American” campaign are printed on paper 
that comes from Canada with ink made out of a 
substance called vanadium that comes from Peru. 
So it often happens that the product which is 
stamped “Made in U.S.A.” has been made out of 
materials from other parts of the world. 


their living by selling what they produce to people 
in other countries—cotton, tobacco, wheat, auto- 


mobiles, machinery for use on farms and in fac- 
tories, iron and steel products, oil, copper, pork 
and lard, tires, coal, and lumber. It is this business 


What is more, many of our people make 
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of selling American goods abroad that has become such a 
problem. A business man always worries when he loses cus- 
tomers, and can’t sell his goods. Well, the American farmers 
and manufacturers have lost a lot of customers during the 
past five years. This has caused us all a great deal of suffering. 
It has meant unemployment, lower incomes, loss of property, 
bankruptcy. In other words, export business has been bad. 
Other countries haven’t been buying our goods. 


WHY SELLING MEANS BUYING 


What does this business of selling American goods have 
to do with buying American goods? Just this. In the long 
run we cannot expect to sell more to other countries than we 
buy from them. But you will wonder why other countries 
can’t pay for our goods with money. The reason is that the 
money of foreign countries isn’t good in the United States. If 
you have tried to spend a Canadian dime in New York or 
Chicago, you found that out. We don’t permit foreigners to 
pay us in German marks, in French francs, in Dutch guilders 
or in any other foreign money. What we want are dollars, the 
only money that is good in the United States. Or if we can’t get 
dollars, we want gold, for gold is valued in every country and 
can be exchanged for every national currency. In the same 
way, if people in the United States owe money to foreigners in 
payment for goods or other transactions, these foreigners expect 
to be paid in their own money and not in dollars. 
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Now at almost every moment during the business day 
there are Americans who want to make payments abroad. 
Merchants want to pay for goods they have imported. Tourists 
and business men have to meet their travelling expenses abroad. 
Foreign immigrants in the United States wish to send money 
to relatives in their native countries. Some individuals want 
to invest capital abroad. And the American government must 
pay the expenses of its representatives, legations and embassies 
in foreign countries. All these people need to sell dollars 
and buy the foreign currency or money in which they have 
to make their payments. 

But they cannot buy foreign money with their dollars, 
or foreign exchange as it is technically called, unless at the 
same time there are people in foreign countries who need 
to buy dollars for the purpose of making payments in the 


United States. People abroad have to buy dollars to pay 


for American goods, to pay interest and dividends on capital 
they have borrowed from us, or to pay royalties on American 
motion picture films. Foreigners may also want to invest 
money in American stocks or bonds, and Americans who have 
kept their capital abroad may wish to bring it home again. 
All these people, therefore, want to sell foreign money and 
buy American dollars. 


This buying and selling of dollars is not done directly 


by merchants, tourists and other people who need to send 
money abroad. It is done through banks who keep deposits 
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for this purpose in the leading financial centers of the world. 
such as New York and London. There they buy and sell 
foreign currencies. The banks offset and cancel among them- 
selves most of the transactions or payments, as the chart 
opposite shows. If, however, at any time people in foreign 
countries must pay more to people in the United States than 
we send abroad, then the banks cannot find the dollars to pay 
this surplus. They must transfer gold to the United States 
or they must borrow. 

If Americans do not buy from foreigners as much as | 
they sell abroad, foreigners will find it hard to buy the dollars 
with which to pay. They will have to send over gold, and this 
they cannot do indefinitely because the supply of gold in the 
world is limited. As the chart on page g shows, Uncle 
Sam now has over 40% of the total supply. They may borrow 
money in the United States, but this also they cannot do for- 
ever, because soon they will have to pay as much or more in 
interest than they can borrow. So in the end we Americans 
cannot sell abroad unless we also buy. 


Our Account Before the War 


Before the World War the United States had no trouble 
with her international bookkeeping. Our exports were always 
greater than our imports, but this was necessary to balance 
our account. We were a young nation. The older nations 
had loaned us money to build railroads and buy machinery for 
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BALANCING INTERNATIONAL ACCOUNTS 
1934 


PAYMENT ON WAR DEBTS MISCELLANEOUS 

2 1 MILLION 2 64 MILLION 
ROYALTIES, INSURANCE, ADVERTISING PAYMENTS BY IMMIGRANTS 

3 65 MILLION 3 124 MILLION 
INCOME FROM FOREIGN INVESTMENTS TOURIST TRAVEL 

4 327 MILLION 290 MILLION 
NET CAPITAL IMPORTS 

5 986 MILLION 4 
EXPORTS IMPORTS 

2200 MILLION 1800 MILLION 
GOLD—SHIPPED TO U.S. 1300 MILLION 
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our factories. We were able to pay the interest on these loans 
from the income which came from our surplus of exports. 


Then Came the War 


The picture on page 11 shows what happened to 


our trade. 
After 1914 Europe was busy fighting. The warring 


~ nations could not produce all the things they needed. Much of 


the farm land of Europe had been turned into battlefields. We 
planted more and more acres and shipped large quantities of | 
foodstuffs. And we produced lots of other things which they 


- needed—munitions, clothing, and all sorts of manufactured 


goods. 
Then the question arose—how were they going to pay 


for all these goods? They could not ship enough goods in 
return. For a time they paid for their purchases by using 
their bank balances and by selling their citizens’ investments 
in this country. They also sent over large amounts of gold. 


But, as we have seen, they could not go on paying in this way. 


We wanted the trade to continue, so we loaned them the 
money with which to buy our goods. The Allies borrowed 
billions of dollars, first from American bankers, who sold the 
securities to private American citizens. Later they borrowed 
from the government itself. When the war began, our citizens 
owed about five billion dollars of borrowed capital. We came 
out of the war with other nations owing us a total of about 


eighteen billion dollars. 
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DISTRIBUTION OF THE WORLD’S GOLD 
EACH FIGURE—500 MILLION DOLLARS 


GOLD IN 


GOLD IN GOLD IN GOLD IN 
U. S. 


FRANCE ENGLAND REST OF WORLD 


After the War 


Before the war we had been a debtor nation. We paid 
the interest on our debts by exporting more goods than we 
imported. When the war was over, other nations were in debt 
to us. They could not pay with money and they could not 
ship enough gold, yet we refused to lower our tariffs to allow 
them to send us the necessary goods in payment. Instead we 
raised our tariffs in 1921, 1922, and again in 1930. ‘This made 
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the American tariff wall one of the highest in the world. And 
the volume of our exports continued to be greater than our 
imports. 

Still we were anxious to go on selling more and more 
goods. From 1925 to 1929 our exports rose steadily. How 
were these goods paid for? The answer is simple. We loaned 
more money, just as we did during the war. Our investors 
loaned money to foreign governments and invested in all kinds 
of private business abroad. This made it possible for 
European nations to buy our goods and pay the interest on 


their debts. 

Such a method of balancing accounts could not go on 
forever. A bubble blown bigger and bigger is sure to burst. 
In 1929 when our own market collapsed, the bubble burst, and 
the international bookkeeping system broke down. 


Since the Depression 


The picture opposite shows what happened to our 
export trade after 1929. Many of the nations still owe us money. 
They have no means of paying their debts or of buying more 
goods from us. They cannot borrow the money with which 
to buy goods because Americans are not inclined to lend more 
money abroad. We have been unwilling up to the present 
time to lower our tariffs and accept enough goods to pay for 
more exports. So the only way we can increase our sales 
abroad and restore the income from our foreign investments 
is to buy more goods abroad. 
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EXPORTS AND IMPORTS BY THE UNITED STATES 


SHADED PORTION SHOWS “FAVORABLE” BALANCE OF TRADE 
EACH FIGURE—1: BILLION IN IMPORTS EACH FIGURE—: BILLION IN EXPORTS 


TOTAL IMPORTS TOTAL EXPORTS 
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An Urgent Problem 


So the “Made in U.S.A.” idea has raised many questions. 
To buy American may do harm as well as good. In our desire 
to protect one set of business interests, we may be hurting 
another. 

And the problem of foreign trade is one that we are 
facing every day—in the matter of unemployment, in the 
business of taxes, in the destruction of cotton and wheat crops, 
in the killing of hogs, in the lowering of incomes among 
farmers and workers in export industries, in the question of 
war debts and foreign investments, in the price we pay for food 
and clothing and many other things we buy. In short, in a 
hundred ways this question of trade and tariff enters into our 
daily living. 

If you are a low-tariff Democrat, you know the argu- 
ments against high tariffs. The chances are that you or your 
family have been interested in some branch of agriculture or 
industry that wants to sell goods abroad. If you are a 


Republican, you probably know the arguments in favor of 


high tariff. You and your family may be on the side of business _ 


that wants protection. It’s an old debate in American politics. 
But there is more to the problem today. Certain factors in 
the development of world trade must be taken into account 
before you can decide which policy it would be best for us 


to follow. 
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Tendencies in World Trade 


For many centuries the people of every country or com- 
munity grew their own food, wove their own clothes, and built 
their houses out of the materials at hand. Then in England 
during the latter half of the eighteenth century machinery 
was invented—the spinning jenny, the power loom, the steam 
engine, the locomotive. Machines and factories replaced the 
handicrafts. England became a great industrial workshop. 
She supplied other countries with manufactured goods and 
they in turn supplied her workers with food and her machines 
with raw materials. The industrial nation became more and 
more dependent on the agricultural nation for food and raw 
materials. 

During the nineteenth century England was the indus- 
trial center of the world. But her capital, her skill, and her ma- 
chines spread to other parts of the world. But gradually, other 


countries set up their own machines and began to manufacture 
_goods—France, Belgium, the United States, Germany, Japan. 


These countries began competing with England and with each 
other for chances to sell their goods and get the raw materials 
needed. They sought to protect their growing industries by 
building tariff walls. There grew up toward the end of the 
nineteenth century an increasing tendency toward economic 
nationalism. The struggle for industrial supremacy which 
followed was one of the sources of conflict which brought on the 
World War. 
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Since the war the nations have grown more and more 
anxious to protect home industries and to produce all the 
things they need. In case of another war they want to have 
their own food supplies and war industries, and not have to 
depend on other nations. Higher and higher tariff walls have 
been built around nearly every country in Europe. Even Great 
Britain, after her long tradition of free trade, has adopted 
protective tariffs and quotas, and has promoted closer trade 
relationships between different parts of her own empire. 

And competition has increased. The peace treaties 
which ended the war created a group of new states. Each one 
has been anxious to set up its own factories and sell goods in ~ 
the world markets. More and more countries have been 
buying machinery and increasing their production—India, | 
China, Brazil, New Zealand, South Africa. This has meant an 
increase in the number of merchants wanting to sell goods, and 
a decrease in the number wanting to buy. 

In the face of these difficult conditions, what is the best 
policy for us to follow with regard to our foreign trade? 


Two Answers 


There are some who say that foreign trade is not at all 
essential to our well-being, that as the richest and most self- 
sufficient country in the world, we would do well to look 
within our own borders for a solution to our problems. They 
urge us to cut down our imports and exports to the minimum 
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WORLD TRADE | 
EACH SECTION OF SCALE — 4 BILLION DOLLARS | 


1867 1880 1890 1900 1910 1913 1925 1929 1932 1934 
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and be content with the sale of our goods here at home. They 
feel we should protect the American standard of living with 
a high tariff, and be economically as well as politically free 
from all entanglements. This policy is known as economic 
nationalism. 

Others say that such a solution would mean too much 
of a sacrifice to a large percentage of our people. They believe 
that trade has many advantages which we would be foolish 
to sacrifice. They urge us to lower tariffs wherever possible, 
and agree to accept a certain amount of goods from other 
countries whenever they are willing to accept some of our 
goods in return. : They feel that economic nationalism is 
selfish, narrow and dangerous, and that America should lead 
the way toward a more friendly, open-handed relationship 


between the nations of the world. This is the policy of 


internationalism. 
And here are the chief arguments which people give in 


favor of these two policies. 
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WHAT THE ECONOMIC NATIONALISTS SAY 


1. “Be Economically Independent” 


As the richest country in the world, we have plenty of 
land and nearly all the resources and raw materials needed 
for our productive plant. We have the chance of becoming 
more nearly self-sufficient than any other nation. We would, 
therefore, be doing the world as well as ourselves a service 
if we put our own house in order and ceased to depend for 
our livelihood or our prosperity on the needs and desires 
of the rest of the world. Economic nationalism, say its de- 
fenders, is not a selfish or narrow policy. Rather, it grows out 
of a wholly admirable desire to be able to take care of one’s 


own needs instead of being dependent on others. 


2. “Avoid the Uncertainty of Foreign Markets” 


It is hard to depend on selling goods abroad. Foreign 
nations are liable at any moment to raise tariffs, or decide to 
accept only so much goods, and thus cut us off from an im- 
portant source of income. Our factories and farms become 
dependent on the purchasing power of people in other nations 
and therefore may suffer from their depressions. Or foreign 
producers may suddenly dump large quantities of goods on 
our shores at low prices and ruin our home industries. 

If we kept our trade at home, we could study the home 
market, know how much to produce, and how much we could 
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sell. But foreign trade is always uncertain. Why not, there- 
fore, pay more attention to the home market and stop worrying 


about the economic troubles of other countries? 


3. “Big Foreign Markets are Gone” 


We have gotten into the habit of thinking that by dint 
of effort, we could discover greater and greater foreign markets 
for our goods. But the nationalists say we must face the — 
“facts.” The reason why our exports were so large during 
the war was not because of American initiative and enter- 
prise, but because Europe was at war. They did not have 
time to cultivate lands, harvest crops, and manufacture goods. 
But when the war was over, their men went back to work 
again. They not only produced as much as before, they pro- 
duced more. They too had the advantages of scientific 
methods and power machinery. We cannot expect to sell 
goods to people who now produce their own. Science, machin- 
ery, and the desire of nations to be economically independent 


have cut down our chance to sell our goods abroad. 


4. “Foreign Trade is Not Important Anyway” 


Our foreign trade is actually a very small part of our 
total business. Our total production in 1929 was 52 billion 
dollars worth of goods. Our total exports in that year 


amounted to just over 5 billion dollars, or about 10%. In 
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1931 our exports had dropped to about 714% of our total 
production. Export trade accounted for only about 4 dollars 
out of every 100 dollars of income. It is far more important, 
the nationalists say, for us to remember that 90% of our 
total market has always been at home and try, therefore, to 
restore the purchasing power of our own people. 


5. “Protect the American Standard of Living” 


If we are to restore the purchasing power of our people 
and protect the American standard of living, we must protect 
our industry and our agriculture with a high tariff. Other 
countries can often produce goods more cheaply because of 
lower living standards. In order to meet such competition 
American producers would have to lower prices and reduce 
wages, and this in turn would cut the purchasing power and 


the standard of living. 


6. “We Must be Prepared in Case of War” 


Again, the economic nationalists urge us to protect 
and strengthen our own industries, so that we would be able 
to furnish our own supplies in time of war. They warn us 
that it is dangerous to be dependent on other nations for 
raw materials, and advise us to encourage home production 
and to discover substitutes wherever possible for the necessary 


raw materials. 
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A GROUP CALLED ISOLATIONISTS 

You have just read the arguments of those who favor 
high tariffs and a policy of defending the United States against 
foreign competition or interference. But there is another 
important group of people who believe strongly that we should 
keep our trade and business interests at home for somewhat 
different reasons. They see very clearly the difficulties of 
trade that have already been pointed out—the uncertainty 
of world markets, increasing competition, and ‘growing na- 
tionalism in Europe and Asia. They see also the dangers of 
imperialism and war. 

Therefore, they advise us to isolate ourselves as far as 
possible from the rest of the world not as a defense in case of 
war, but as a method of avoiding war. If we were not interested _ 
in securing foreign markets, our merchants would not be 
entering into keen competition with the merchants of other 
nations. We would not have to build up our Navy to protect 
our trade, our investments, or the property of our citizens 
abroad. The large profits of war trade would cease to interest 
us. These isolationists believe that, if we could work out 
plans to supply the needs of our own people, we would then 


_ be in a better position to enter into a program of real codpera- 


tion with the other nations of the world. 
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WHAT THE INTERNATIONALISTS SAY 


In reply to these arguments for high tariff and isolation, 
let’s hear what the internationalists say about the advantages 


of foreign trade. 


1. “Men and Nations are Dependent on Each Other” 


_ It used to be that the people of a town or village could | 


supply their own needs fairly well—raise their own food, weave 
their own clothes out of the cotton or flax they gathered, 
build their own houses out of the lumber they cut down, and 
educate their children at the village school. But the days of 
handicraft and candles and wood stoves are gone. Science and 
technology have increased the division of labor, whereby each 
man or community or nation does some part of the total work 
of production. This makes each one more and more dependent 


on the other. 


2. “Trade Increases Wealth” 


Trade has always increased the wealth of a community 
or a nation. As soon as men began to divide up the work to 
be done, they developed greater skill and efficiency. Later on, 
communities specialized in the production of certain products 
and exchanged them for those of other communities. As 
specialization increased, people could produce more and there- 
fore had more with which to trade. Thus trade gives every 
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individual, community, and nation a chance to specialize in 
the production of those goods which he or it is best equipped 
to produce. 

Today it would be economic suicide for us to require 
every community or state in the United States to produce all 
it needs, since it would deprive us of all the advantages of a 
division of labor. In the same way, it would be unwise to 
cut off the profitable interchange of goods among nations. 
Because of its climate, its natural resources, the aptitudes of 


its people or other factors, every country is able to produce 


‘certain goods more cheaply and efficiently than others. Its 
wealth will increase as it specializes in these goods and ex- 


changes them for those which other countries can produce to 
better advantage. The United States excels in the production 
of cotton, tobacco, automobiles, and a large variety of manufac- 
tured articles which can be turned out cheaply by machine 
in great quantities with little labor. Tropical countries in 
turn have the advantage over us in the production of coffee, 
tea, rubber and certain fruits. England has become famous 
for her woolen goods, France for her wine, Japan for her silk, 
Holland for her lace, and China for her embroideries. 


3. “Trade Raises the Standard of Living” 


The exchange of goods enables each country to confine 
its efforts to producing goods which it is best fitted to produce, 
either because of natural resources or special skill. In this 


‘way it can produce more, and thus have more to exchange for 
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other goods. ‘The internationalists claim that greater pro- 
duction results in higher wages which can be used to purchase 
more and more imported commodities. And thus the entire 
standard of living is raised. High wages in the United States 


are not the result of the tariff, but of our great wealth of re-: 


sources and our superior methods of production. The American 
working man gets a higher wage than his foreign rival primarily 
because he is able to produce more with the help of abundant 
resources and better technique. 

On the other hand, when men or nations try to produce 
things they are less fitted to do, they become less productive. 
This means lower wages, less goods, and a lower standard 
of living. 


4. “Culture and Progress Follow Trade” 


It is said that civilization has followed the path of 
commerce. The traders of ancient times transferred knowledge, 
skill and invention from one city to another as they carried 
their goods. Cities grew up and flourished as centers of trade— 
‘Tyre and Sidon, Antioch, Carthage, Pisa, Athens, Rome. 
Today trade makes possible the rapid communication of tech- 
nical, scientific and artistic advances from one country to 
another. 


5. “Freer Trade Would Promote World Peace” 


The isolationists claim that the United States would 
run less risk of being involved in war if it kept its trade at 
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home. In reply, the internationalists say that, although isola- 
tion might be a temporary solution for us in the immediate 
future, isolation would not be a wise or practical policy for 
any nation in the long run. Almost no other country except 
Russia could hope to live on its own resources. Countries 
like Switzerland, Czechoslovakia, or Belgium could not possibly 
shut themselves off from outside markets without changing 
their whole way of life. 

Furthermore, they say, trade in itself is not a serious — 
cause of war. The race for colonies and the struggle for 
markets and raw materials tend to become bitter when nations 
close their home markets by raising high tariff walls. We can 
already see some of the results of the attempts at nationalism 
in various parts of the world. Japan, poor in natural re- 
sources and overpopulated, has seized a large part of China. 
Italy, in need of raw materials and markets, is trying to take 
possession of Ethiopia. Germany’s extreme nationalism under 
Hitler has increased the fear of war in Europe. 

Only by exchanging goods peacefully, the internation- 
alists say, can we hope to avoid imperialism and conflict. 
Gradually then we can develop a system of codperation 
whereby all can have the advantages of a division of labor 
and access to the necessary raw materials. 

You have heard the chief arguments for and against 
freer trade, and you may still wonder which policy is wiser. 
Perhaps you may have to decide the question by looking at 
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HOW MUCH OF WHAT WE PRODUCE IS EXPORTED 


THE TEN FIGURES IN EACH ROW EQUALS THE TOTAL PRODUCTION IN 1g29 
THE SHADED PORTION EQUALS THE AMOUNT EXPORTED 


PORK 
PRODUCTS 


the practical difficulties in the way of following each of these 
policies. Neither solution to our problem would be easy. 
You may choose the one which is the least painful, or try to 
discover which one would work out best in the long run. 
We shall first analyze the obstacles in the path of the nationalist, 
and then the troubles which the internationalist must face. 


PRACTICAL DIFFICULTIES IN THE WAY OF NATIONALISM 


Our Stake Around the World 


On pages 18 and 19 we saw a picture of our investments 
and trade around the world. It would not be easy to cut our- 
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selves off from these business interests. American manufacturers 
have 1,500 branch factories in all parts of the world. All of 
our foreign investments amount to more than 13 billion dol- 
lars, not counting the war debts. Last year, in spite of the 
depression, Americans still received 453 million dollars in 
interest and dividends. | 

What will the nationalists do about these American 
investments abroad? After all, modern industry is built on 
international rather than national lines. It will not be easy 


to keep it within our own boundaries. 


| Large Proportion of Production Exported 


The nationalists say that our export trade isn’t very 
important. The picture on page 27 showed how much of 
certain products we exported in 1929. This trade was ex- 
ceedingly important to our farmers. In 1929 we shipped abroad 
a little over 10% of our total farm production and as much 
as 50% of certain crops. The picture on page 31 shows that 
in 1929 certain manufacturing industries exported from 10 to 
40% of their production. The loss of export trade means re- 
adjustment in these and all related industries. 


Acres of Land Dependent on Export Trade 


Between 1925 and 1929 about 60 million acres or about 
one-sixth of our total harvested crop land was devoted to 
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exports. If we did away with these exports, or even a good 
part of them, we would have to find other uses for this land. 
Some of it could be used to grow crops which we would other- 
wise import, providing these could be grown at a cost that 
was not too great. But the National Resources Board has 
estimated that this would require at most 15 million acres. 
Higher living standards might ultimately increase the demand 
for food and increase the area required, but the chances are 
that in the near future these additional needs would not 
occupy more than 2 or 3 million acres per year. This still leaves 
over 40 million acres of farm land which would not be needed 


to supply the home market. In the South we would have to 
take out of production one out of every two acres devoted 
to cotton, and four out of every ten grown to tobacco. In 
the Middle West one out of every seven acres of corn and 


wheat would not be needed. 


Unemployed Farmers 


It is estimated that 1,120,000 workers on these surplus 
acres would be unemployed if their crops were not needed 
for export. It would be difficult to make use of these people 
in industry. Many of them would be reduced to a kind of 
subsistence farming which makes for a lower and lower 
standard of living. 

+ The nationalists, of course, say that they do not expect 
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to do away with all our agricultural exports. But, if they 
really want protection for goods “Made in U.S.A.”, they must 
face the fact that out of every thousand acres lost to foreign 
trade, less than half could be used for our American market. 


Unemployment and Loss of Capital in Industry and Transportation 


In 1929 about 8% of the output of our factories was 
exported, and about 758,000 wage earners and salaried em- 
ployees were engaged in manufacturing these export goods. 
In addition, about 170,000 people were employed in trans- 
porting products destined directly or indirectly for foreign 
markets. So we would have to find new jobs for almost 
one million workers in industry and transportation. 

However, new industries would have to be set up and 
old ones enlarged to produce goods which we formerly im- 
ported. Many goods we now buy abroad cannot easily be 
manufactured in large quantities by machine. They require 
much hand labor. This is true, for example, of much jewelry, 
pottery, scientific and surgical instruments, lace and em- 
broideries, toys and games, cutlery, musical instruments, and 
numerous other articles. It would be possible to make these 
goods here, though it would probably cost the consumer much 
more than before. 

These are the problems which we would have to face and 
solve if we decided to adopt the policy of economic nationalism. 
Now let’s see what the problems of the internationalist are. 
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HOW MUCH OF WHAT WE PRODUCE IS EXPORTED 
1929 


WE USE AT HOME WE EXPORT 


AUTOMOBILES 


IRON & STEEL PRODUCTS 


PRACTICAL DIFFICULTIES IN THE WAY OF MORE 
FOREIGN TRADE 


How to Lower Tariffs and Still Protect Industry 


First of all, in order to restore our export trade to 1929 
levels without at the same time lending money abroad, we 
would have to buy about $2,826,000,000 more goods from 
other countries than we bought in 1934. If we wanted to 
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receive the same income from our foreign investments we 
would have to add another $524,000,000. And if we insisted 
on the repayment of our war debts, we would have to import 
even more. How would this affect the domestic market for 
American farm and industrial products? If our people bought 
imported goods, would they or could they also buy goods 
“Made in U.S.A.”? 

It is claimed that the increased income from exports 
and from foreign investments would make it possible for our 
people to buy more imports and still spend the same amount 
of money for domestic goods. However, there is no doubt 
that some industries such as textiles, would be hard hit by 
foreign competition, and workers would be displaced. 

It has been estimated that out of 8,800,000 wage-earners 
employed in American factories and mills in 1929, 2,134,000 
were engaged in industries whose products were protected 


by tariffs. 


Opposition to the Lowering of Tariffs 


There are powerful business groups who have a vested 
interest in maintaining high import duties and keeping out 
foreign competition. They descend on Congress as soon as 
they learn of any move to lower the tariff on articles they 
produce. They apply pressure to prevent such changes, and 
conduct an active propaganda campaign in favor of continued 


protection. 


— 


Diminishing Foreign Markets 

Even if the tariff were lowered to admit more imports, 
the internationalists would have to face the difficulty of finding 
markets for our goods. Other countries have passed high 
tariffs and increased their own production. Not only the 
retreat to nationalism but also the setting up of more and more 
machinery has tended to lessen the opportunities for trade 
except in essential raw materials. The machine makes it pos- 
sible for more and more countries to make the same goods with 
the same degree of skill and efficiency. This reduces the 


advantages of specialization. 


Increasing Competition 

Again, if we decide on a policy of freer trade we must 
face the difficulties of greater and greater competition. Nations, 
like individuals, are operating under a competitive system. 
That system necessitates a struggle for control of raw materials, 
methods of transportation and available markets. Many times 
that struggle has become bitter and ruthless. There is little 
room for genuine co6peration. Business men do not help their 
competitors. The corporation of one country enters into keen 
competition with great combines of one or two other countries. 
And economic competition is more likely to make for war 


than peace. 
Control: A Difficulty Common to Both Policies 
Whichever policy we choose, it would be necessary to 


place some or all of our producers under a certain amount of 
control. The government would have to exercise a guiding 
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hand in making the necessary adjustments. If exports were 
not to be increased or were to be further decreased, strict 
government regulation of farm production would be necessary. 
If tariffs were lowered and international trade were revived, 
there would have to be some degree of control over domestic 
production so that imports could be admitted. 

_ What are the chances of carrying out either program 
successfully in the United States? Americans don’t like govern- 
ment control. It goes against the grain. We are used to wide 
open spaces of liberty. We were brought up to believe that 
private initiative is the mainspring of business enterprise. 


IN CONCLUSION 


We have studied this problem of trade from many angles. 
We have found out that it is not a simple matter of “buying 
American” or of lowering the tariff and encouraging freer 
trade. Science, mass production, travel, war, national pride 
are all helping to make our problem hard to solve. 


What are We Doing Now? 


The present policy is one of uncertainty and compro- 
mise. On the one hand Secretary Hull has been trying to 
carry out a new tariff program, reducing tariff rates whenever 
trade agreements could be worked out with another country. 
This program has moved very slowly, both because of strong 
opposition here at home and because it has been hard to get 
the codperation of other nations. To date only six agreements 
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have been worked out, involving six countries which together 
in 1934 furnished only 17% of our imports and took only 9% 
of our exports. 7 

On the other hand, we are still following the advice of 
the nationalists. We are protected with a high tariff wall. 
Only 10% of our imports compete with American-made 
products. Moreover, the farmers have been piling up large 
surpluses. So the Department of Agriculture has been cutting 
down on the production of farm products. This policy was 
adopted as a temporary measure, but conditions in the world 
market seem to make it necessary to continue it for the im- 
mediate future. Such a policy is expensive and not very satis- 
factory from the point of view of either the consumer or the 
producer. Processing taxes for the farm control program 
have already cost the American consumers over 750 million 
dollars. The high tariff tends to raise prices unnecessarily in 
many cases. It has been estimated that the tariff on sugar 
alone has cost the American people $184,200,000. And there 
is still overproduction in agriculture, unemployment in indus- 
try, and confusion about prices. 

If we are to avoid further drifting, we must make up 
our minds which policy we really wish to follow and then 
begin to make the necessary adjustments. Our immediate 
choice is limited somewhat by present difficulties with regard 
to world trade. But there are certain policies which we can 
approve or disapprove at the moment, and there are goals 
which we can set up and work toward for the future. 
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Immediate Policies We Can Choose 

If we decide that economic nationalism is wiser, we will 
urge that our present high tariff be continued. We will ask 
that the farm control program be continued and expanded. 
We will favor embargoes and quotas that will serve to protect 
American industry both from foreign competition and from 
being involved in difficulty and even war abroad. 

If, on the other hand, we decide in favor of interna- 
tionalism, we may select one or the other of two policies. We 
will endorse the efforts of Secretary Huil in his attempt to 
work out trade agreements with other countries and thus 
lower tariffs and open up foreign markets. Or we may urge 
a policy of trade at any price, in the belief that the United 
States can keep its stake in world markets only by adopting 
the same aggressive tactics followed by our competitors in other 
countries. In this case we will approve loaning more money 
abroad and drop the Hull policy of giving all countries fair 
and equal treatment. We will discriminate against certain 
countries when it is to our advantage. And we will adopt 
subsidies to encourage and assist our export trade. Further- 


more, we will stand ready to supply the needs of any nation 


at war, regardless of neutrality legislation or League sanctions. 
In other words, we shall be among those who believe that 
America should not give up its traditional freedom of the seas 
and that the army and navy should protect our citizens and 


trade abroad. 
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What We Can Plan for the Future 


Since our immediate choice is so limited, it may be well 
for us to take a longer look ahead and think in terms of more 
fundamental changes. 

If we decide that isolation is the wiser course for us to 
follow, we could avoid limiting our crop production or shut- 
ting down our factories by increasing the purchasing power of 
our own people so as to make use of all we could produce. 
Extensive studies have been made by our Department of Agri- 
culture which show that if all the American people enjoyed a 
healthy and liberal diet with plenty of fruit and vegetables, 
our farmers would not need to worry about foreign trade. 
They would be busy raising as much as. possible on all the 
available acres. In the same way, our entire cotton crop could 
be used to make clothes, our factories could be kept running, 
and all our men could be employed in the production of goods 
for the American people. While millions of our own people 
lack food, clothing and many other things they need, it is 
strange to destroy crops and let factories stand idle. 

If we look to a future of increasing foreign trade, we may 
have to work toward a system of world planning. Many inter- 
nationalists agree, therefore, that in order to work toward a 
world plan of production and trade, we may first have to 
develop a national plan of production and distribution. Then 
we, as a nation, would be able to bargain with other countries 
in the exchange of certain goods. Under such a world plan 


37 


aa 


nations would produce and export only those goods which they 
could produce most efficiently, and in turn would import the 
specialties of other nations. Access to raw materials and ter- 
ritory would be provided on the basis of need. In this way 
\ goods would be produced most cheaply, the needs of people 
would be satisfied, all countries would be as productive as 
possible, and total wealth would be increased. Such a plan 


would mean coéperation instead of competition. 
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